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PETITION OF BELL AT IC _FOR RECONSIDERATION

The Bell Atlantic telephone companies! ("Bell Atlantic")
respectfully request reconsideration of the Commission’s order
adopting alternative procedures for depreciation prescription.?
The Commission’s stated goals in its order were "simplification of
the process, administrative savings, and flexibility."® The terms
of the Commission’s order fail to meet those goals.

As set forth in the United States Telephone Association’s
("USTA") Petition For Reconsideration, the best way to meet those
objectives is to adopt Option D, the Price Cap Carrier Option.
Bell Atlantic supports the USTA petition and its arguments that the
Commission reconsider adoption of Option D.

Should the Commission decide to remain with its decision to

! The Bell Atlantic telephone companies are the Bell Telephone

Company of Pennsylvania, the four Chesapeake and Potomac telephone
companies, the Diamond State Telephone Company, and New Jersey Bell
Telephone Company.

2 Simplification of the Depreciation Prescription Process,
CC Docket 92-926, Report and Order (October 20, 1993) (hereinafter,

"Depreciation Order").
No. of Copies rec'd__&ﬂ

List ABCDE

3 Depreciation Order at ¢ 3.




adopt the Basic Factor Range Option,* there are two modifications
that would move this option substantially toward the Commission’s
goals without sacrifice of its ability "to ensure just and
reasonable tariffed rates to consumers"’: 1) eliminate a study
requirement to move into a range; and 2) eliminate the requirement
to provide mortality analysis to support curve shapes for accounts
in the range. These two requirements complicate rather than
simplify the depreciation prescription process, while at the same
time they provide no real benefit to consumers or regulators.

1. There is no need for a study to move into a range that has
already been determined by the Commission to be reasonable.

Under the Basic Factor Range Option, "the Commission would
establish ranges for the basic factors that determine the
parameters used in the depreciation rate formula."® The Order
argues that the option is "simpler than the current process because
it eliminates the need for LECs to file and the Commission to
review extensive data submissions for range accounts."’

Under the Commission’s order however, Bell Atlantic would have

to file extensive data submissions if either basic factor lies

4 Even if the Commission were to temporarily remain with

the Basic Factor Range Option, the Commission correctly recognizes
that such a decision must be reevaluated based on the outcome of
the LEC price cap review. Depreciation Order at § 43. Regardless
of the outcome of that review, it is reasonable to expect that
further simplification will take place over time.

5 Depreciation Order at q 3.

8 Depreciation Order at ¢ 24.

! Depreciation Order at ¢ 26.
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outside of the established range.® The Commission maintains this
requirement notwithstanding the fact that the Commission already
determined the range is reasonable, that the Company would have to
justify not using the range, and that other companies with accounts
in the range would not have to make a similar filing.

This requirement serves no regulatory purpose. The
determination of reasonableness for the ranges has already been
made.’ Moreover, Bell Atlantic has not opposed the Commission
requirement that a company continue to analyze basic factors and
maintain such analyses.'® The Commission or any interested state
regulator could always request supporting information, should the
appropriate circumstances warrant.

By placing the burden on companies to justify moves into the
ranges, the Commission has actually increased the regulatory burden
in some circumstances. For example, the 1992 Depreciation Study
Guidelines allowed the use of a simplified procedure that did not
require a full study for certain small accounts.! The
Commission’s current order makes no such exception and may

therefore require more total information than was required in 1992.

8 See Depreciation Order at € 29. There was no suggestion

of this requirement in the Notice of Proposed Rulemaking (December
29, 1992).

i It is unclear whether the Commission could ever justify
denying a company the right to move into the Commission approved
ranges, when it gives automatic approval for the same account
levels to companies already in the range.

10 Depreciation Order at q 29.

n Depreciation Study Guide at H-2, Presented at the 1992

Companies Meeting (August 20, 1991)
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In addition, in order for a company to use the ranges, those
ranges must reflect the company’s basic operations.? This
requirement applies to accounts whose current parameters are within
the range as well as those outside the range. The Commission has
apparently correctly concluded that the few pages of information
required under the simplified process is sufficient to determine if
the ranges are consistent with a company’s operations. That being
the case, there can be no justification for requiring an additional
20 pages of information to move into the ranges.

For Bell Atlantic, a third of its accounts are outside the
ranges set forth in the Order Inviting Comment.? Considerable
wasted expense will be required in order to gain the benefit from
the current "simplification." Moreover, that benefit will of
necessity be delayed. The Commission has set initial ranges for
the smaller dollar accounts. Assuming ranges for larger accounts
will be established later this year, the first opportunity to move
1994 represcribed companies” into established ranges for large
accounts will be in 1997. Studies will be required in 1997 for
those large accounts that fall outside of the ranges. As a result,

the full benefits of simplification will not be realized until the

12 See Depreciation Order at { 29.

13 See Simplification of the Depreciation Represcription
Process, Docket No. 92-296, Order Inviting Comments (November 12,

1993).

14 Id.

15 New Jersey Bell and Diamond State telephone companies are

due for their triennial represcription in 1994.
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year 2000. Clearly the Commission did not intend for companies to
wait until the next century to obtain the benefits of depreciation
simplification, yet its current order would require just that, and
at no regulatory benefit.

2. A requirement for mortality analysis to support curve shapes
creates a regulatory burden with no justification.

The Commission’s order requires that carriers must submit data
supporting their curves, even for accounts within the approved
ranges.!® The Commission justifies the requirement as support for
continuance of Equal Life Groups (ELGs), however Vintage Group
calculations are impacted by curve shapes as well.

Under either method, however, it would require a drastic shift
in curve shape to have any real impact. Such a shift has no
historical basis. 1Indeed, curve shapes typically vary little over
time, and the requirement to prepare supporting data 1is a
regulatory burden without any corresponding benefit.!

For smaller accounts, the Commission requirements are even

16 Depreciation Order at q 86.

7 Three typical examples of curve shapes over time are
provided in Attachment 1. The analysis includes three Bell of
Pennsylvania accounts (Motor Vehicles, Aerial Cable and Computers)
and covers three year bands from 1984 to 1990 -- the data available
at the last represcription. For Motor Vehicles, any of the curves
produces the same Average Remaining Life (computed on an ELG basis
for applicable vintages) -- 4.5 years. For Aerial Cable, the
Average Remaining Life is 13.8 years to 13.9 years, creating a
depreciation rate difference of 5.49% vs. 5.45%. For Computers,
the difference is 3.3 years vs. 3.4 years. Although the 1988 to
1990 band for Computers may appear different, the result is the
same due to rounding differences. With the Commission proposed
ranges averaging 4.3 years in width, it is difficult to understand
how account differences measured in tenths of a year can be
significant and justify increased regulatory burden.
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more difficult to justify.!® Under the 1992 Study Guide rules,
such aﬁalysis was not required to support the existing curve shape
of streamlined accounts.” To step backwards in the guise of
simplification is wrong. To do so, as here, for no benefit to the
regulator or customer is preposterous.

For all account sizes, Bell Atlantic again has not opposed the
requirement that the supporting information be maintained. Should
a regulator have a reasonable basis to question the curve shape of
any account, a carrier could provide the appropriate support. To
require submission of this support when the curve shape is not
questioned (or significantly altered) is simply an exercise in
regulatory excess and undermines the Commission’s efforts to
simplify the prescription process.

Conclusion

The Price Cap Carrier Option provides the best method of
simplifying the depreciation prescription process and Bell Atlantic
supports the USTA’s call for a reconsideration of that process. If
the Basic Range Factor Option is maintained by the Commission, the
two modifications proposed by Bell Atlantic in this petition would
go a long way towards meeting the Commission goals of

simplification, savings and flexibility without sacrifice of any

18 While the impact of minor curve shifts 1is small
regardless of account size, for these small accounts, the impact of
the shift is de minimis.

19 Study Guide at H-2.



relevant oversight. At a minimum, the Commission should reconsider

its order and adopt these modifications.

Respectfully submitted,
The Bell Atlantic Telephone Companies
By Their Attorney

< T e '

Edward D. Young, III Edward Shakin -
Of Counsel

1710 H Street, N.W.
Washington, D.C. 20006
(202) 392-1551

Dated: December 6, 1993
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ATTACHMENT 1

DATE: 11/24/93 COMPANTY: BELL OF PENNSTLVANIA
TIME: 05:55 AM STATE: PENNSYLVANIA
ACCOUNT: 2112

CATEGORY: MOTOR VEHICLES COMBINED
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PERCENT SURVIVING

DATE: 11/24/93 COMPANT: BELL OF PENNSYLVANTA
TIME: 09:37 AM STATE: PENNSYLVANIA
ACCOUNT: 2124
CATEGORY: GENERAL PURPOSE COMPUTERS

SPECIAL PROJECT
SCALED TO LIFE 6.5
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1988-1990 BAND ARL 3.33
1987-1989 BAND ARL 3.32
19861988 BAND ARL 3.36
1985-1987 BAND ARL 3.33
1984-1986 BAND ARL 3.33



PERCENT SURVIVING

DATE: 11/24/93 COMPANY: BELL OF PENNSYLVANTA
TIME: 09:39 AM STATE: PENNESYLVANIA

ACCOUNT: 2421.1

CATEGORY: AERIAL CABLE — METALLIC

SPECIAL PROJECT
SCALED TO LIFE 24.0
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1988-1990 BAND ARL 13.83
1987-1989 BAND ARL 13.86
1986—1988 BAND ARL 13.88
1985—-1987 BAND ARL 13.90
1984~-1986 BAND ARL [3.89



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing "Petition of
Bell Atlantic for Reconsideration" was served this 6th day of
December, 1993, by first class mail, postage prepaid, on the

parties on the attached 1list.

Lv Y Co g’

/ Jack H. Gympbell




Accounting and Audits Division
Federal Communications Commission
2000 L Street, N.W.

Washington, D.C. 20554

William B. Barfield

M. Robert Sutherland

Bellsouth Telecommunications,
4300 Southern Bell Center

675 West Peachtree Street, N.E.
Atlanta, GA 30375

R.E. Sigmon

Vice President - Regulatory
Affairs

Cincinnati Bell Telephone

201 E. Fourth Street, 102-320

P.O. Box 2301

Cincinnati, OH 45201

Rowland L. Curry

Director

Telephone Utility Analysis Div.

Public Utility Commission of
Texas

7800 Shoal Creek Boulevard

Austin, TX 78757

Leo M Reinbold

Susan E. Wefald

Bruce Hagen

Public Service Commission
State Capitol

Bismarck, ND 58505

ITS, Inc. *

1919 M Street, N.W.
Room 246

Washington, D.C. 20554

Francine J. Berry

Robert J. McKee

Peter H. Jacoby

AT&T

295 North Maple Avenue
Room 3244J1

Basking Ridge, NJ 07920

Linda D. Hershman

Vice President - External Affairs
Southern New England Telephone
227 Church Street

New Haven, CT 06510

Jerry Webb

Chief Engineer

Indiana Utility Regulatory Comm’n
302 W. Washington Street

Room E306

Indiana Government Center South
Indianapolis, IN 46204

Thomas F. Peel

Utah Division of Public Utilities
160 East 300 South

P.O. Box 45807

Salt Lake City, UT 84145-0807



Richard McKenna, HQE03J36
GTE Service Corporation
P.O. Box 152092

Irving, TX 75015-2092

James T. Hannon
Laurie J. Bennett
1020 19th Street, N.W.
Suite 700

Washington, DC 20036

Martin T. McCue

Vice President & General Counsel
UsTA

900 19th Street, N.W.

Suite 800

Washington, DC 20006-2105

Allie B. Latimer

Vincent L. Crivbellas

Michael J. Ettner

General Service Administration
18th & F Streets, N.W.

Room 4002

Washington, DC 20405

Gail L. Polivy

1850 M Street, N.W.
Suite 1200
Washington, DC 20036

Edward C. Addison

William Irby

Virginia State Corporation
Commission Staff

P.O. Box 1197

Richmond, VA 23209

Paul Rogers

Charles D. Gray

James Bradford Ramsay
NARUC

1102 ICC Building
P.O. Box 684
Washington, DC 20044

Dr. Joseph Kraemer
Deloitte & Touche
1900 M Street, N.W.
Washington, DC 20036



Irwin A. Popowsky

Philip F. McClelland

Office of Consumer Advocate
Commonwealth of Pennsylvania
1425 Strawberry Square
Harrisburg, PA 17120

Laska Schoenfelder

Kenneth Stofferahn

James A. Burg

South Dakota Public Utilities
Comm’n

State Capitol Building

500 East Capitol Avenue

Pierre, SD 57501

Mary McDermott

Campbell L. Ayling

New York Telephone Co.

New England Telephone & Telegraph
120 Bloomingdale Road

White Plains, NY 10605

James L. Wurtz
1275 Pennsylvania Avenue, N.W.
Washington, DC 20004

Austin J. Lyons, Director
Telecommunications Division
Tennessee Public Service Comm’n
460 James Robertson Parkway
Nashville, TN 37243-0505

Robert E. Temmer

Anthony Marquez

Colorado Public Utilities Comm’n
Office Level 2 (OL-2)

1580 Logan Street

Denver, CO 80203

James E. Taylor

Richard C. Hartgrove

Bruce E. Beard

Southwestern Bell Telephone
One Bell Center, Suite 3520
St. Louis, MO 63101

James P. Tuthill

Lucille M. Mates

140 New Montgomery Street
Room 1526

San Francisco, CA 94105

Ron Eachus

Joan H. Smith

Roger Hamilton

Oregon Public Utility Comm’n
550 Capitol Street, N.E.
Salem, OR 97310-1380

Telecommunications Division

Washington Utilities and
Transportation Comm’n

Chandler Plaza Building

1300 S. Evergreen Park Dr., SW

Olympia, WA 98504-8002



Ronald G. Choura
Policy Division

Michigan Public Service Comm’n

6545 Mercantile Way

P.O. Box 30221
Lansing, MI 489

Scot Cullen, P.E
Administrator

Telecommunications Division

09

Public Service Comm’n of

Wisconsin

4802 Sheboygan Avenue

Madison, WI 53707-7854

Stephanie Miller

Director of Utilities
Idaho Public Utilities Comm’n

Statehouse

Boise, Idaho 83720-6000

Floyd S. Keene
Barbara J. Kern

Ameritech Operating Cos.

2000 West Ameritech Center Dr.

Room 4H88
Hoffman Estates,

Jay C. Keithley
1850 M Street, N
Suite 1100
Washington, DC

IL

W,

20036

60196

Maribeth D. Snapp

Deputy General Counsel
Oklahoma Corporation Comm’n
Public Utility Division

400 Jim Thorpe Office Building
Oklahoma City, OK 73105

Eric Witte

Assistant General Counsel for the
Missouri Public Service Comm’n
P.0O. Box 360

Jefferson City, MO 65102

Peter Arth, Jr.

Edward W. O’Neill

Ellen S. Levine

505 Van Ness Avenue

San Francisco, CA 94102

William J. Cowan

General Counsel

New York State Department of
Public Service

Three Empire State Plaza

Albany, NY 12223

W. Richard Morris
P.O. Box 11315
Kansas City, MO 64112



Elizabeth Dickerson Michael P. Gallagher, Director

Manager, Regulatory Analysis Division of Telecommunications
MCI Telecommunications Corp. State of New Jersey

1801 Pennsylvania Avenue, N.W. Board of Requlatory Commissioners
Washington, DC 20006 CN 350

Trenton, NJ 08625-0350



